
 
 
 

 
February 19, 2009 

 
Via Electronic Transmission 
 
The Honorable Mary L. Schapiro 
Chairman 
U.S. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549 
 
Dear Chairman Schapiro: 
 
                I am writing to inquire about the status of the Securities and Exchange 

Edward Parmigiani in April 2008, designated case number HO-10864.  Mr. Parmigiani 
communicated with Director Linda Thomsen and members of the SEC staff on multiple 
occasions throughout April, including a six hour meeting in Washington D.C. on April 
30, 2008.  Furthermore, he supplied SEC staff members with over 4,000 emails and 
hundreds of additional documents that provided ample detail to assist in launching an 
investigation.  However, it is unclear whether the SEC has issued a formal order 
authorizing the Enforcement staff to subpoena records and take sworn testimony.  In light 

-up on repeated warnings about the Madoff ponzi scheme, I 
must inquire as to whether these allegations are being acted upon.  
 
                My staff carefully reviewed the materials that Mr. Parmigiani provided to SEC 
Enforcement attorneys.  These materials seem to provide evidence of suspicious activity 
by Lehman Brothers (Lehman) personnel and appear to warrant further investigation.  
Interestingly, these allegations are strikingly similar to the UBS, Bear Stearns, and 
Morgan Stanley insider trading ring for which SEC filed a complaint on March 1, 2007.  
Specifically, the evidence raises questions about whether Lehman employees, who 
obtained information regarding the content of unreleased research reports, disseminated 
this information prior to the reports being made public. 
 

It appears, based upon a careful review of the more than 4000 emails, the 
dissemination of non-public information may have occurred as a result of interactions 

  The PMG was in 
charge of coordinating and broadcasting calls that announced research reports to the 
public.  Stock analysts sent their reports to PMG prior to official submission for 
compliance approval and prior to the call.  Thus, PMG personnel had access to the 

a period of time before the reports were disseminated to 
the public.  As a result, PMG personnel had an opportunity to disclose the content of 
these reports to select traders, if they chose to do so.  In the materials the SEC received  
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from Mr. Parmigiani, there are many documents that raise suspicions of possible insider 
trading. Let me elaborate. 

  
            In one series of emails exchanged on the morning of June 2, 2005, Mr. Parmigiani 
sent PMG a report upgrading one of his covered companies, Amkor Technology Inc. (see 
Exhibit 1).  In the two hours between when PMG received the report (market was open) 
and the time of the call, Amkor stock began to trade actively and increased in value by 
about 12%.   
 

In yet another example, a sales executive, who should not have had advance 
notice of ratings changes, [1] said in an email to Parmigiani that he could not attend a 

  Later that day, PMG 
coordinated a call that downgraded Commodity Chemicals, a company covered by 
another Lehman analyst who also submitted research content to PMG prior to public 
release (see Exhibit 3).  The email from the sales executive seems to demonstrate that this 
particular executive may have had prior, illegal knowledge of the Commodity Chemicals 
downgrade, and acted upon it.  

 
            It is unclear whether or not the SEC staff adequately investigated the equity-
related trading on U.S. and London exchanges (including equity, equity derivatives, and 
underlying convertible debt) that occurred with Amkor Technology and Commodity 
Chemicals, or with other companies to which PMG had advance notice of research 
content.  Whether or not insider trading occurred could presumably be determined by the 
following two factors: 
 

1) examining trading activity during the relatively narrow interval between 
the time PMG received the research and the public release of the research, 
and  

 
2) investigating the communications between PMG and sales personnel on 

the days that these reports were released. 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
[1] See 
investment banking department or any other employee of the member who is not directly responsible for 

-
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As noted earlier, my staff conducted a thorough review of about 4000 emails 
involving Lehman.  That review has raised a number of serious questions regarding, 
among other things, insider trading at Lehman. Consequently, I would appreciate SEC 

investigation into these matters.  I would appreciate that this briefing occur no later than 
February 27, 2009.  Any questions or concerns should be directed to Jason Foster of my 
staff at (202) 224-4515.  All documents responsive to this request should be sent 
electronically in PDF format to Brian_Downey@finance-rep.senate.gov.  Thank you for 
your cooperation in this matter. 

 
Sincerely, 

 

                                
                Charles E. Grassley 

             Ranking Member 
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